Introduction

"…we have to ensure inclusive and equitable growth, we need to knit and integrate our rural areas…. We cannot allow India to be divided into two distinct zones."
Dr. Manmohan Singh Inclusive growth has become almost an expression of common usage now. Inclusive growth attempts to bridge the various divides in an economy and society, between the rich and the poor, between the rural and urban population, and between one region and another. This is a formidable task. The process of growth has to be such that all sections of society benefit from the growth process and that is the essence of inclusive growth. One aspect of inclusive growth is financial inclusion. The process of financial inclusion is an attempt to bring within the ambit of the organized financial system the weaker and vulnerable sections of society. In more recent years the debate expanded to include the notion of financial "exclusion" as a barrier to economic development and the need to build inclusive financial systems [1] .
The concept of financial inclusion has a special significance for a growing economy like India as bringing the large segment of the productive sectors of the economy under formal financial network could unleash their creative capacities besides augmenting domestic demand on a sustainable basis driven by income and consumption growth from such sectors. According to Rangarajan Committee Report, 2008 financial inclusion can be defined as "the delivery of credit and other financial services at an affordable cost to the vast sections of the disadvantaged and low income groups". The various financial services include savings, credit, insurance and payments and remittance facilities. The objective of financial inclusion is to extend the scope of activities of the organized financial system to include within its ambit people with low incomes. Through graduated credit, attempts must be made to lift the poor from one level to another so that they come out of poverty. Access to basic financial services such as savings, payments and credit can make a substantial positive difference in improving poor people"s lives [2, 3] .Financial inclusion efforts do have multiplier effect on the economy as a whole through higher savings pooled from the vast segment of the bottom of the pyramid population by providing access to formal savings arrangement resulting in expansion in credit and investment by banks. Deeper engagements of the under-banked population in the economy through the formal financial system could lead to improvement of their financial conditions and living standards, enabling them to create financial assets, generate income and build resilience to meet macro-economic and livelihood shocks. Governments will also immensely benefits by way of efficient and leakage-proof transfer of vast amounts of welfare benefits to the targeted, disadvantaged groups of population. Thus section two will discuss about the importance and background of the study. In section three, an inter district analysis of performance of MGNREGA in achieving Financial Inclusion is discussed. While Section four deals with the issues relating to payment of wages through bank/post office with some policy prescription, Section fives concludes the paper.
II. Background Of Study And Objectives
Financial inclusion can be a key to empowerment of poor, underprivileged and low skilled rural households. It can truly lift the financial condition and improve the standards of lives of the poor and the disadvantaged. Access to affordable financial services, especially credit and insurance, enlarges livelihood opportunities through adoption of different economic activities. Better financial inclusion would lead to increasing economic activities and self/wage employment opportunities for rural households. As a result rural households will earn greater return /disposable income. A higher disposable income at the hands of rural households would lead to greater savings and would provide a wider deposit base to banks and other financial institutions to be helpful in undertaking variety of economic activities. Thus financial inclusion provides monetary fuel for economic growth and it is considered critical for achieving inclusive growth. The extent of financial exclusion in India is found to be higher as compared with many developed and some of the major emerging economies. The wide extent of financial exclusion in India is visible in the form of high population per bank branch and low proportion of the population having access to basic financial services like savings accounts, credit facilities, credit and debit cards. The following table 1 summarizes India"s performance in the area of financial inclusion as compared with other developing as well as developed countries. Indian Council for Research on International Economic Relations (ICRIER) India has developed an index in the year 2007 on the parameters of banking penetration, availability of banking services and usage of banking system to measure the financial inclusion for the various countries. As per the ICRIER index India occupied the 38th rank in 81 country ranking. According to the value of the index, Indian States can be classified into three categories, i.e., states having high, low and medium extent of financial exclusion. Kerala, Maharashtra and Karnataka are some of the States having wider extent of financial inclusion as compared to other States of India. Tamil Nadu, Punjab, Andhra Pradesh, Himachal Pradesh, Sikkim and Haryana fall under the category of medium financial exclusion The following chart 1 shows that the extent of financial inclusion is found to be significantly low in North-Eastern and Eastern States, i.e., Assam, Nagaland, Manipur, Odisha, Bihar, West Bengal, etc. [5] A World Bank-NCAER Survey on rural access to finance in 2003 indicates that 70 per cent of the rural poor do not have a bank account and 87 per cent have no access to credit from a formal source. Informal sector lenders remain a strong presence in rural India, delivering finance to the poor. RFAS, 2003 finds that 48 per cent of landless and marginal farmers borrowed from an informal source at least once in the past 12 months, at rates averaging 48 per cent per year. Another study by Diamond Management and Technology Consultants concluded that less than 20 per cent of rural Indians have access to formal financial services, and about 185 million "potentially bankable" people in rural India do not have a bank account Financial inclusion can be construe in two ways. One is countering the exclusion from the payment system that is, not having an access to a bank account. The second is countering the exclusion from the formal financial services. The Indian approach in recent years has been to establish the basic right of every person to have access to a bank account. The Reserve Bank has therefore been pursuing a multi-pronged strategy for enhancing the outreach of financial services including the delivery channels across all sections. The entire spectrum of the financial system which comprises commercial banks, regional rural banks (RRBs), urban cooperative banks (UCBs), primary agricultural credit societies (PACS) and post offices is, therefore, geared for this purpose. Considering the importance of financial inclusion for the economy of the country the Government of India (Ministry of Finance), Reserve Bank of India and NABARD are adopting different measures for the financial inclusion. An attempt has been made in this direction by government when decision was made to make wage payments, under the Mahatma Gandhi National Rural Employment Guarantee Act, the world"s largest rural public works programme, would be made through banks and post offices in 2008.With this background the objectives of study is to have an inter-district analysis of the performance of MGNREGA in Odisha and some policy measures which could further help this programme in achieving financial inclusion. Thus how far this programme has fulfilled the dreams of government in achieving financial inclusion is discussed in next section.
III. An Inter District Analysis Of Performance Of MGNREGA In Achieving Financial Inclusion
It is well recognized that a large number of households and especially those in rural areas do not have bank accounts. To speed up the pace of financial inclusion, an attempt has been made in this direction by Mahatma Gandhi National Rural Employment Guarantee Programme which acknowledges the importance of Gandhi"s dream of rural development in India that care they need and rights of the deprived class in a more coherent manner. It is a hundred percent centrally sponsored scheme, which provides rights-based framework of wage employment programme and makes the government legally bound to provide employment to adult members of rural household.
The Act got first introduced in 200 most backward districts of the country in Feb 2006. It was proposed to extend to the remaining districts only after 5 years, after seeing the popularity of the Act. But in the next year itself the Act was extended further to 130 more districts & within a year after the Act got universalized by bringing the entire country under its horizon with the exception of districts that have a hundred percent urban population & got soon named after Mahatma Gandhi (2 nd October 2009) to make the Act more reachable to the masses and thus it became Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA). In the context of Odisha all the tribal dominated districts were covered from the very beginning. Indeed, Orissa has been projected as the first state in implementation of the MGNREGS, showing a total expenditure of more than Rs.700 crores, a fund utilisation of 82.39%, surpassing all the major states in percentage of expenditure against available funds in 2006-07. Even as the reports of 700 crores plus utilisation started coming out, it was puzzled to see the near non-existence, and non-impact of these achievements in the rural areas. In villages like Podabandh and Pudugusil in Rayagada district, people had worked and not received wages. Then, asked to sign on blank muster rolls before they could receive payment. In Kanheimunda in Nabrangpur, there were several discrepancies in the records in the job cards, and in the payment received. In a village like Tikarapada, in Koraput district, people had received more money than the number of days worked, but the much talked about e-records indicated that the muster roles showed 28 days, as against the 12 days of payment made. In actual fact, people had worked only 5 days [6] . There is very little in the Act to ensure that the laborer gets due payment after completion of the work.
In order to ensure timely payment to MGNREGA workers and to ensure financial inclusion in May 2008, the Government declared that wage payments, under the Mahatma Gandhi National Rural Employment Guarantee Act, the world"s largest rural public works programme, would be made through banks and post offices. The percentage of people in a given area with access to a bank account is the typical measuring stick for breadth of financial services, [7] . This approach assumes that a bank account enables poor households to perform important financial functions such as saving money safely outside the house, accessing credit, making loan or premium payments, and transferring money [8] . Thus, in this framework, a bank account should determine access to and usage of many other financial services [9] .
The Central government has been encouraging the state governments to make wage payment through bank and post office accounts of wage seekers. Under the new system of financial inclusion 40, 27,196 MGNREGA workers accounts have been opened and about 84% of wages i.e. close to Rs 38,546 lakh have been disbursed through these accounts up to November 2012 -13 accounting for 70% of the expenditure under the programme in Odisha. The details of the number of account in banks and post office and amount of wage payment through bank and post office have been given in the table 3 given below. It is shown in the table 3 that numbers of MGNREGA accounts are increasing except in year 2011-12 which show a decline but again in the next year it increases. Thus this shows that government has taken a right direction in achieving financial inclusion by taking the help of MGNREGA. But with respect to amount disbursed through these accounts success has been achieved in initial years but in last two years a downward trend is being realized. This shows some problems in disbursement even though there has been an increase in number of account. Only opening a account does not mean financial inclusion rather there should financial transaction through these account to achieve financial inclusion in real sense.
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With much expectation Government has introduced MGNREGA wage payment through banks and post office account which will facilitate and help to speed up the financial inclusion. Table 5 and 6 sheds more light on existing problem and present a totally different picture. Those districts which were having very low average annual growth rate like Sambalpur, Malkangiri,Rayagada, Bargarh are showing great performance with regard to wage payment through bank/post office. More than 80% wages are disbursed through bank/post office. We could also satisfy ourselves by seeing 24 out of 30 districts have their wage payment through bank/post office. Source: compiled by author
Thus from above analysis it can be seen that district like Rayagada, Bargarh, Sambalpur, Malkangiri Bargarh,Bolangir, Deogarh Gajapati,Kalahandi,Mayurbhanj,Sundargarh can be considered to be low performing districts as they are having very low/negative(less than 20 percent) average annual growth rate in case of number of bank/post office account under MGNREGA though more than 70 percentage of wage payment are through these account. District like Baleshwar,Puri,Cuttack,Kendrapara,Khurda can be considered as high performing district where average growth rate in opening of number of account under MGNREGA is very high (more than 100 percent) ,some districts like Nayagarh,Nuapada,Dhekenal performance is up to mark (more than 70 percent )but district like Sambalpur, Malkangiri definitely requires government attention for its dismal performance. It seems that there are some issues because of which not much people has benefitted from the Scheme in those districts in terms of financial services from bank/post office. Those issues and possible solution to those issues are dealt in next section followed by conclusion.
IV. Issues Relating To Payment Of Wages Through Bank/Post Office And Policy Prescription
It can be seen that though government has taken a very important step to speed up financial inclusion but result is far from expectation. Although this new system has been hailed as a foolproof, cost-effective solution to reduce leakages and to promote greater transparency, the transition was rushed and several complications with the new system are now becoming apparent. Following are some severe complication:
1. Delays in wage disbursement: The issue of delays in wage payments is one of the most serious problems with the system of bank payments. Reports from several states including Jharkhand, West Bengal, Chhattisgarh, Rajasthan, Madhya Pradesh, Uttar Pradesh and West Bengal indicate the problem of delayed payments and dwindling interest in employment under the MGNREGA is widespread across number of states even in Odisha.In khanddeula village of Betnoti block,of Odisha labourers were paid in September for work that had begun at the end of may and ended in middle of June [11] .It is a well established argument that the coverage of banks and post offices in rural Odisha is patchy and as a consequence workers especially in remote parts of the state find it difficult to travel long distances to collect their wages causing delays in payments. An important cause of the severe delays in the disbursement of wages is the institutional incapacity of rural banks to handle the huge volume of accounts. The shortage of staff and technology is most acute in post offices where accounts are managed manually through log journals.
There are several bottlenecks associated with the different steps in the wage payment process: Filling the muster roll, measuring work and matching with attendance, preparing payment orders, sanctioning of cheques by officials and finally crediting of wages in workers accounts by the bank. Centre-state financial norms are not always clear and often mired in politics causing significant delays in the flow of funds from the central to state governments. Although such delays legally entitle workers to unemployment benefit, compensation has rarely been paid which is a clear violation of the Act.
2. Corruption: While the move of separating the implementation and payment agencies has countered the earlier forms of corruption such as siphoning of funds, some forms of embezzlement have persisted and some new forms have emerged. The first is through "deception" where often the abhikarta (implementing agency) in collusion with the bank officials withdraws money from the accounts of workers without their knowledge. The second is through "exploitation" where genuine workers withdraw their wages themselves but are forced to hand over part of their money to the contractor or sarpanch based on a pre-decided "deal". The third method is where workers "collude" with the implementing agency and fake names are entered in muster roll on the basis of which wages are drawn. While the first type of misuse can be effectively dealt with through strict enforcement of certain minimum safeguards such as ensuring money is only withdrawn by the account holder.
The other two types of misappropriation are perhaps more difficult to counter because they are borne out of an essentially feudal, exploitative set up in which rural bank function. Taking strict action against such corruption, the government has restated that unfair practices in the system of wage payments will be punishable under section 25 of the Act. However the record for invoking this clause has been quite abysmal. While enforcing this penalty clause which allows for a fine up to Rs 1000 will ensure accountability to some extent, there is a pressing need to restore transparency safeguards already built into the act. Public scrutiny of wages through reading out muster rolls and regular updating of job cards needs to be reinstated. This is a powerful practice because it enables workers to verify their attendance and monitor wage payments themselves, thereby curbing corruption.
The switch to bank payments has without a doubt provided substantial protection against misuse and is a critical step towards ensuring greater accountability in the disbursement of wages under the MGNREGA. However, the issue of delays in wage payment needs to be tackled swiftly by both streamlining processes and mechanisms under the system of bank payments as well as reinforcing traditional safeguards.
According to the Report of the Central Employment Guarantee Council"s "Working Group on Wages" 2010, the transition to wage payments through banks and post offices (POs) had been a step forward in many ways, notably by enabling millions of people to open bank or post office accounts (something they would have found difficult to do earlier), and by making it much hard for corrupt middlemen to misuse wage funds.
However, the transition was too rushed, and caused much chaos in its initial stage. Even today, there are serious problems associated with the system of wage payments through banks and post offices.
It is also important to acknowledge that the payment of wages through banks and post offices is not a fool-proof protection against fraud. In areas with exploitative social relations, it is not uncommon for corrupt middlemen to control the bank/PO accounts of MGNREGA workers and use them to siphon off wage funds.
Even when MGNREGA workers operate their own accounts, bribes are sometimes extracted from them by bank or (especially) post office employees. While there is some evidence that MGNREGA workers are rapidly learning to avoid this sort of exploitation, the problem is far from resolved. Further, the entire system remains vulnerable to collusive arrangements whereby middlemen siphon off MGNREGA wage funds from bank accounts in collusion with workers, or fictitious workers. It is very important not to over-rely on bank/PO wage payments to avoid corruption, and to consolidate other transparency safeguards such as the transparency of Muster Rolls, maintenance of Job Cards, activation of Vigilance Committees, social audits, etc.
Thus, much work remains to be done to consolidate and streamline the entire system of wage Payments through banks and post offices. The following steps can be taken to streamline the system: 1. Awareness drives to ensure that MGNREGA workers understand the system and are able to operate their own accounts without being exploited. 2. Improved record-keeping, e.g. use of well-designed Payment Orders.
3. Accelerated transition to computerized generation of Payment Orders and Wage Slips from the Muster Rolls. 4. Capacity building (including computerization) in banks, and particularly in post offices, especially in remote areas. 5. "Know Your Customer" (KYC) guidelines should be strictly implemented and monitored when it comes to bank payments of MGNREGA wages -including prompt issue of passbooks and updating of passbook when wage are disbursed. 6. The MGNREGA Guidelines should clearly indicate that separate individual accounts for men and women (and not joint accounts) should be the norm. 7. The "Business Correspondent Model" which is currently being rolled out by the government is an attempt to address this problem of delayed payments and ensure that the rural poor have timely access to financial services. How this works is that the business correspondent (BC) would, on behalf of the banks, for a commission, deliver financial services to "clients" though appropriate technology like handheld computer devises. Caution is required with related innovations such as the use of smart cards, biometric identification, etc., to facilitate wage payments.
V. Conclusion
The direct transfer of wages into workers" bank accounts is a substantial protection against embezzlement, provided that banking norms are adhered to and that workers are able to manage their own accounts. MGNREGA workers had a fairly positive attitude towards bank payments, and an interest in learning how to use the banking system [12] . While the rushed transition to bank payments (in 2008) created a certain amount of confusion and chaos, the prospects of effective use of banks as a payment agency for MGNREGA seems reasonably good. Further MGNREGA wage payment through bank and post office also helps to speed up financial inclusion and it could create wonderful impact in the rural areas, provided it is properly implemented with maximum participation of the local people. As seen in the inter-district analysis of Odisha both high and low performing districts are doing well with wage disbursement as more than 70 percentage of wage payment are done through these account .So problem lies with slow growth rate of opening and transaction through these bank/post office account in some district which deserves serious attention. Further we should try to achieve cent percent wage payment though bank/post office. The top-down approach, first of all, has to be abandoned. Mechanisms have to be developed to ensure that the spirit of the Act is executed and the poor people are respected. Any complaints of willful negligence of the concerned officials should be seriously dealt with and severe punishments should be imposed on the errant. Improving the system of bank payment can only go part of the way towards the end that is financial inclusion .Building a culture of transparency and accountability in the implementation of MGNREGA remains extremely important. So we have a long way to go to achieve 100 percent financial inclusion. A whole-hearted effort is called for from all the corners of the society, viz., banks, beneficiaries and regulators in order to make financial inclusion more meaningful and effective
